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Abstract 
There is no consensus on how RMB exchange rate volatility affects 
international trade, although numerous empirical studies find that 
exchange rate volatility has increased during the reform of the RMB 
exchange rate regime. In this study, we attempt to use ARDL model to 
investigate the influence of RMB exchange rate volatility on the trade flow 
between China and Japan, since China has changed RMB exchange rate 
regime in July, 2005. The results indicate that (1) The RMB exchange rate 
volatility has more significant short-run effects rather than long-run effects. 
(2) The RMB exchange rate volatility has more significant impacts on 
China’s exports relative to Japan’s exports. (3) There is no significant 
impact on the industries which were provided of export subsidy by the 
Chinese government. (4) The Lehman shock has negative effects on exports, 
while the real GDP has positive effects on exports. 
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